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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION OF LOUISVILLE GAS AND ) 
ELECTRIC COMPANY FOR APPROVAL OF ) 
COMPLIANCE PLAN AND TO ASSESS A 1 

RECOVER COSTS OF COMPLIANCE WITH ) 
ENVIRONMENTAL REQUIREMENTS FOR COAL ) 
COMBUSTION WASTES AND BY-PRODUCTS 1 

SURCHARGE PURSUANT TO KRS 278.183 TO ) CASE NO. 94-332 

ORDER 
On October 7, 1994, Louisville Gas and Electric Company 

("LG&E") filed an application, pursuant to KRS 278.183, for 

authority to assess an environmental surcharge to recover its 

current costs of compliance with the Clean Air Act Amendments of 

1990 ("CAAA") and other environmental requirements which apply to 

coal combustion wastes and by-products from facilities used to 

generate electricity from coal. LG&E proposed to implement the 

surcharge in May 1995, and estimated that it would recover 

approximately $5.5 million in 1995 and $8.3 million in 1996. 

Pursuant to KRS 278.183(2), the Commission must: (1) conoider and 

approve a compliance plan and rate surcharge if the Commission 

finds the plan and rate surcharge reasonable and cost-effective for 

compliance with the applicable environmental requirements; ( 2 )  

establish a reasonable return on compliance-related capital 

expenditures; and ( 3 )  approve the application of the surcharge. 

The Commission granted motions for full intervention to the 

Kentucky Industrial Utility Customers ("KIUC") ; the Attorney 

General's Office ("AG") ; Metro Human Needs Alliance, Inc., People 

A 



Organized and Working for Energy Reform and Anna Shed (hereinafter 

referred to collectively as "Residential Intervenors"); and 

Jefferson County, Kentucky. A public hearing on this matter was 

held February 7-9, 1995, at the Commission's offices in Frankfort, 

Kentucky . 
COMP- 

As required by KRS 278.163, LG&E filed, as part of its 

application, an environmental compliance plan consisting of five 

capital projects and new permit fees necessitated by various 

federal, state, and local environmental regulations applicable to 

LG&E's coal-fired generating stations. The capital projects, 

estimated to cost $85,655,000, include: (1) improving the sulfur 

dioxide ("SO," removal systems and associated air quality 

equipment at the four Mill Creek generating units; ( 2 )  correcting 

the emission of reactive particles from the Mill Creek units; ( 3 )  

installing continuous emission monitoring systems on all eight of 

LG&E's coal-fired generating units; ( 4 )  installing a new 

electrootatic precipitator at Cane Run Unit 4 ;  and (5) installing 

low nitrogen oxide burners with associated boiler control systems 

at all eight units. The permit fees included in LG&E's compliance 

plan are associated with a new permit program created by Title V of 

the CAAA and are based on LG&E's actual pollutant emission levels. 

In support of its environmental compliance plan, LG&E 

presented testimony and several technical and engineering 

evaluation studies and reports. This evidence shows that LG&E's 

five capital projects and permit fees are related to compliance 
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with the CAAA and other governmental regulations pertaining to coal 

combustion wastes and by-products resulting from the production of 

electricity from coal. Furthermore, the project evaluation studies 

and reports show that LG&E sufficiently analyzed alternative 

compliance methods, selecting those that are cost effective, and 

utilized competitive bi$ding procedures in selecting equipment and 

vendors. The intervenors' evidence did not address LG&E's 

environmental compliance plan. 

Based on a review of LG&E's environmental compliance plan, its 

technical and engineering studies and reports, and supporting 

documentation, the Commission finds that LG&E's environmental 

compliance plan is reasonable and cost-effective, and should be 

approved. 

ISM AND CALCULATION 

LG&E proposed to recover the costa of its environmental 

compliance plan through a surcharge mechanism defined in its 

proposed Rate Schedule ECRS. LG&E modeled its proposal primarily 

on the mechanism approved for Kentucky Utilities Company ("KU") in 

Case NO. 93-465.: 

Using an incremental approach, LG&E identified specific 

qualifying environmental compliance projects which have been added 

Case NO. 93-465, The Application of Kentucky Utilities 
Company to Assess a Surcharge Under KRS 278.183 to Recover 
Costs of Compliance with Environmental Requirements for Coal 
Combustion Wastes and By-Products. 

1 
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since its last general rate case, Case No. 90-158? An 

environmental rate base was proposed consisting of capital 

expenditures for qualifying aosets placed in oervice after the test 

year in Case No. 90-158, the twelve months ending April 30, 1990. 

Operating expenses would include depreciation, amortization, 

property taxes, other taxes, and insurance expenses applicable to 

the environmental compliance facilities, operation and maintenance 

("O&M") expenses related to the installation and operation of the 

qualifying facilities, and the annually recurring federal, state, 

and local permit fees. LG&E also proposed to include the net 

proceeds from the sales of emission allowances and scrubber by- 

products as credits in the determination of the environmental 

compliance revenue requirements. 

While proposing to include O&M expenses and returns on 

inventories, supplies, and cash working capital in the surcharge 

formula, LG&E stated that it was not seeking to include those items 

for the five projects detailed in its compliance plan. LG&E stated 

that it was including those components to establish a framework for 

its surcharge and to preserve the option to include these items in 

the surcharge for future compliance projects.' 

In addition, LG&E proposed that the 6-month and 2-year reviews 

required by KRS 278.183 be handled in a manner consistent with the 

2 Case No. 90-158, Adjustment of Gas and Electric Rates of 
Louisville Gas and Electric Company, 

Response to Items 2 and 9 of the Commission's November 9, 
1994 Order. 

3 
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Commission's decisions in the KU and Big Rivers Electric 

Corporation ("Big Rivers" 1 environmental surcharge cases. LG&E 

proposed that the 6-month review periods encompass the expense 

months of March through August and September through February. An 

over and under recovery mechanism was also proposed, modeled on 

LG&E's gas supply clause which is filed quarterly with tho 

Commission. 

The AG contends that the environmental surcharge is unlawful 

and unreasonable and refers to the current court challenge to the 

Commission's authorization of a surcharge for KU in Case No. 93- 

4 6 5 .  The AG claims that Jefferson County Cross-Examination Exhibit 

No, 1 shows that LG&E is presently over earning, and that the 

surcharge will magnify the level of over earning.' The AG argues 

that LG&E's selection of an incremental approach similar to KU's is 

inappropriate given the differing amounts of environmental costs 

included in their respective base rates. He recommends that the 

incremental approach be rejected and LG&E be required to use a 

"base current" methodology' to account for the level of 

environmental costs already in current rates. The AG further 

recommends that the Commission provide LG&E with guidance on how to 

prepare the base period portion of the methodology. 

The Residential Intervenors stated that the Commission has 

already provided for the recovery of LG&E's environmental costs in 

1 AG Brief at 2. 

AG Brief at 7 - 8 .  5 
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Cntir No. 90-15R and, thorefore, LQ&E'o application ohould bo 

im:Jectod." Tho Renidential Intorvonoru argun that. LQhl3 i u  

roquenting iincorifatitutional relief, and that tho Coininiuoion'u prior 

Intorprotntionn of KRS 278.183 nro unconotitutional, and urga the 

coininionion to exorcine ito statutory authority to mnko KRS :?70. In3 

conoiotont with thm conntitutional requiromont of fnir, j u o t  nnd 

ronoonnblo raton , "  In tho altarnativo, thoy urgo thu Cotnmiotiion 

to rojoct. t h o  nurchargo methodology proposod by La&E,  and adopt tho 

bono curront methodology eotabliohod for Big Rivoro in Caoo No. 9 4 -  

032." 

KIUC alno recommondod adoption of tho bnoo currant 

inothodology, noting that the Big Rivaro approach wau n mor@ 

balnncod and roaoonnblc interprotation of KRS 278 I 183 . "  KIUC urged 
t h o  oxclunion of complianco project0 initiatod prior to January 1, 

1.993 on tho grounds that their inclusion would conotituto 

rotroaccivo approval of projects already complotod or undor 

coiiotruction."' KIUC suggested that LQ&E bo roquirod to dotcrmino 

and rofloct in its ourcharge calculations tho chongoo i n  O&M 

Ronidontial Intorvonors Brief, at 1 and 3. 

L a  at 3 - 8 .  

Corporation to Assess a Surcharge Under KRS 278.183 to 
Rocovar Coots of Compliance with Environmental roquiromonto 
of tho Cloan Air Act. 

Polkonborg Direct Testimony, at 19. 

I 

I, Caoo NO. 94-032, Application of Big RiVGrQ Electric 

I "  nt 16-19, 
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experinen related to environmental equipment I I '  Furthcr, KIUC 

i.~cammended that La&E be required to deduct the costs of 

onvironmental flymtemo included in exioting rates which have baen or 

wlll be retirad or replaced by the iive projccto in LGLE'R 

c~onip l iance p l a n .  IJ 

I(IL1C alno made a conotitutional challenge to the otatuto." 

KIUC argued that LQ&E failed to demonotrate that the cooto it 

naught to include in the ourcharge were not already rocovercd in 

nxinting raten, otatiny that a eurcharge was only proper when a 

def icit in current environmental cost recovery existed. '' KIUC 

itlrlo argued that LQLE'o existing rates were not established in Case 

No. 90-150, buL rather by adjufltments to base rates due to the F u e l  

Adjuntment. Claune ("FAC") and the demand side management ("DSM") 

nurchnrge approved in Case No. 93-150."' 

,%rctinrq-&gr R 0 ach 

Conetitutional challenge6 to KRS 278.183 raise issues already 

pending judicial review and are not appropriate for adjudication by 

111, flt 23. I I  

at 21. 

I 4  KIUC Main Brief, at 8-14. 

'' &I-,. at 15. 

1 6 ,  Cane No. 33-150, The Joint Application for the Approval of 
Demand-Side Management Programs, a DSM Cost Recovery 
Mechaninm, and a Continuing Collaborative Procees on DSM for 
Louiovillo Gao and Electric Company, Order dated November 
12, 1993. 
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the Commission. Until tho courto rule othorwioo, thio Commiooion 

i o  required to implement KRS chaptor 2 7 8  ao onactod. 

The Commission is presentod with two nltornative approachoa 

for dotermining the eligiblo onvironmcntal cooto to bo rocovorod 

through a ourchargo. LG&E’R incromontal approach i o  oimilar to 

that proposed by KU in Case No. 93-465; wharoao intorvonoro’ base 

current approach is similar to that propoood by Big Rivoro in Caoc 

No. 94-032. The Commission accoptod with modificutiono tho 

utility’s propooed approach in each of thoso prior c a m 0  and, whon 

properly applied to reliablo accounting data, oithor approach io 

reasonable for determining those costo eligible for ourchargo 

recovery, 

Based on the evidence of record, the Commiooion findo that it 

is reasonable to use a modified incremental approach, to dctermine 

the surcharge for the first two years. This finding i o  baoed on 

LG&E’s showing that it does not have accounting rocordo in 

sufficient detail upon which to apply accurately a baoe current 

methodology. Contrary to the A G ’ s  claim, the account balanccs 

shown in LG&E’s Federal Energy Regulatory Commisoion Form 1 are 

unreliable for use in this proceeding since many of thooe balances 

are estimated, not actual, amounts. Furthermore, the base current 

approach proposed by the intervenors was incomplete and not in 

sufficient detail to allow verification of all rat0 base and 

capital items. 

The incremental approach must be modified, however, to 

recognize that certain environmental compliance coots related to 
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the five compliance projects are already included in existing 

rates. The plant in service in Case No. 90-158 which LG&E has 

identified as retired or to be retired due to the implementation of 

the five compliance plan projects"' constitutes costs already 

included in existing rates. To require ratepayers to pay a 

surcharge for the costs of the five compliance projects while the 

existing rates include the cost of related plant no longer in 

service would be unreasonable and a violation of KRS 278.183(2). 

The Commission notes that the Residential Intervenors have 

seriously misinterpreted portions of tho July 19, 1994 Order in 

Case No. 93-465 approving an environmental surcharge for KU. That 

Order rejected the AG's recommendation to investigate KU's existing 

rates to determine if they are fair, just, and reasonable under KRS 

278.030(1) because the surcharge statute expresoly prohibits such 

an exercise. That Order does not say, however, that no 

investigation was conducted of the surcharge to determine that it 

was reasonable and cost effective under KRS 278.183 ( 2 )  (a). To the 

contrary, the Commission conducted an intensive six month 

investigation of the surcharge and ultimately approved it only 

after finding that it was reasonable and would not allow double 

recovery. 

LG&E has clearly demonstrated that the components of its 

compliance plan were initiated after the end of the test year in 

its last general rate case. The Residential Intervenors and KIUC 

I' Response to Item 10 of KIUC's November 7, 1994 Data Request. 
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hovo providod no ovidonco t o  Huppurt tlin (:IHIIII t l i ~ l :  ILlkE’ R current 

compl.ianco plan COnLd nrn nl.rondy ~. l ru~cl t~nd 1 I 1  n x i  #I: 1 1 1 ~  r a t e a ,  

In arguing that t h o  r o t a n  M O L  by tlir C ! O I I I I I I ~ : R # ~ . ~ ) I ~ ,  CARA No. 9 0 -  

158, alroady provido for l lOhl ! : ’~  rnctrvnry of nnvf.ranmeritnl. 

complinnco contfl, t h e  Ibn:IdaribIal  ?rrtnrvntlcrr# hnvn i l P f l i l i n d  f a c t a  

not in iusuo in t h a t  cnuo arid cpobod : I .a f iy ia(p o i r t :  01: wmt:nxt:  f ro in  

thc Docornbor 21, 1990 Ordcr. ‘1’tlb rtkllrfi Hiit , t lCJV!.Zf7f i  f.ri I:hat c a m  

did not include a cuf lh ion L o  fur id  1:uLurn mxt,nn# I o l l  I:o IIIent: the 

requiromontn. To tho conLrary, t l i n  CAAA wa# r io t ;  nnncter l  u n t i l  

Novombor 15, 1990 and Cas0 No. 30-l.L1U WaFl h # n d  o n  nn hiat:oric Laat 

yoar endod April 30, 1330 .  ‘I’tia co#L of: ctrriiyI.i.nrir:n iinrlnr the CAAA 

or other post test ynnr nnvl.totrrnntrl,n:l I;nqiilrtiiiinnt;n wna not 

quantifiod i n  that cnso. 

In establishing a roasonallo raLa ul: mLurii liar I.,OhE i n  C ~ P H  

No. 90-158, tho Docembar 21, 1990 O d o r  folintl LtiHI:  ttln r e t u r n  

authorized, “would allow W&lJ to a t b r a c t  cnpI.tn1. nl; n resfionable 

coot and maintain i t a  f innnclal J.iitngrJ,ty Lo nn#ure continued 

tlervicc and provide fo r  rroconanry nxpnrr#J r m  t;o mwt f u t u r e  

requirements, nnd n l a o  result %rr (;tie :lowcirrt; prJnnItJ1.n cwt: t o  

ratepayers. ‘I Thuu, by maintaining LLu biriaricl.n3~ JntxgrlLy, LGW 

would be able to: 1) ensure continuod oarvlco, nnfl 2 )  provide for  

necessary expanuion to meet futuro raquirernnritfi. It; 1.n a l J l ; L l ~ . t y ’ R  

financial integrity that nllows it to u n l l  liriw 0cjlJ~I;y And debt: to 

finance the facilities needad to corit irrun to provl.dcl aervlce and 

meet future service requirefmnte, It wa# M J L  nnticlpntod that; Jxi&J? 

would pay for compliance facilitiae out of‘ l;tie nuthorined return. 
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Rnthar, t h o  n u t h o r i z o d  r o t u r n  wan intenclod t o  allow LG&E an 

o p p o r t u n i t y  t o  rocovor  i t n  t h e n  c u r r e n t  coot  of d e b t  and e q u i t y  and 

t o  nii i intain i l:n f innnc in l .  i n t n g r i t y  t o  bo able to  f i n a n c e  

a d d i t i o n a l  f n c i l i t i n n  nn noadad. 

K I U C ’ n  c l a im t h a t  n flurclinrgo i o  on ly  p r o p e r  whan t h o r o  i o  a 

d e f i c i t  i n  current .  o n v i r ~ o n ~ n o n t a l  coo t  rocovory io wi thou t  niarit. 

KRS 278.103(2) dooo n o t  c o n d i t i o n  a nurcliarge on t h e  showing of a 

d e f i c i t  i n  t h e  rocovory of t o t a l  envi ronmenta l  r a l a t e d  costn.  

R a t h e r ,  i t  a u t h o r i z e o  t h e  vecovory by ourcharge of compliance cost0 

a s o o c i a t o d  w i t h  t h o  complianco p l a n  i f  ouch costs a r e  not  a l r e a d y  

i n  e x i n t i n g  r a t e o .  F u r t h o r ,  t h o  o t a t u t a  i t o e l f  p r o h i b i t s  any 

a n a l y s i s  i n  a s u r c h a r g e  p roceed ing  of whether  e x i o t i n g  r a t e o  arc 

o u f f i c i c n t ,  i n o u f f i c i c n t ,  or exccoaive  i n  r e l a t i o n  t o  c u r r e n t  t o t a l  

c o o t a .  Thio p r o h i b i t i o n  i o  flet f o r t h  i n  K R S  278.183 (1) , which 

a u t h o r i z e s  t h e  rocovory  of e l i g i b l e  compliance c o a t s  

[nl  o t w i t h o t a n d i n g  any o t h e r  provi f l ion  of t h i o  c h a p t e r  [ K R S  2781 . I’ 
As t h e  Commionion found i n  t h e  KU Caoc No. 93-465, shou ld  anyonc 

b e l i e v e  t h a t  t h e  u t i l i t y ’ o  e x i s t i n g  r a t e s  a r e  e x c e s s i v e ,  K R S  

278.260 prov ideo  a full and complete  remedy for  t h e  review of  such  

claims. I ”  

1 7 PSC Casc N o .  93-456, Order  d a t e d  J u l y  19, 1994, page 11. 
The AG’a argument,  AG B r i e f  a t  2 ,  t h a t  L G & E ’ s  c u r r e n t  r a t e s  
a r e  e x c e s s i v e  i o  based  on a f i n a n c i a l  e x h i b i t  f o r  c a l e n d a r  
y e a r  1993. Whether t h i s  e x h i b i t  is  r e p r e s e n t a t i v e  of  LG&E’fl 
c u r r e n t  f i n a n c i a l  c o n d i t i o n  io beyond t h e  scope  of t h i s  
p roceed ing  under  K R S  270.103, bu t  may p r o p e r l y  be p r e s e n t e d  
i n  a compla in t  f i l e d  under  KR6 278.260. 
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B o t h  tlla Ilc!nid@llt.ifl.l. ~ l l L t ! l : V H l l f l ~ f l  R l l d  I(Iuc h R V R  RXprRaRAd 

eoncorn nbo\it LdClhlC fociigii i! i  on niivl roiiineiit.aI. a a a ~ t s  added s i n c a  i t o  

l n o t  g n n o r a l  r n t a  cnnn, 1:nLlinr t.11n11 niiv.l.i:oiimnntal c o a t a ,  While 

t l iey correctly i iotc  that. c!orrt:m niici rtuuet:n nr-H not: t h n  name, t l i n i r  

concorn  i o  g r o u i i d l c a i ~ ,  t(1W 2'111 I 1.113 ( 1 )  tjL;nt:ns, ,111 p e r t i n e n t  p a r t ,  

tha t  t h e  c o a t o  t u  bo rflCuVHl:t!tl by Wll'uhnrfJR 'I 1.91 hi311 i n c l u d e  R 

roaoonnblo r o t u r n  on collntl.'llc:I:~.C~ll Rlld 0I:Ilnr c a p i . t a l  f ixpendi turaf l  , 

, , For any p l a n t ,  aquipnlent, ~ r c o p r L y ,  fnc:i l . i ty,  O K  o t h e r  a c t i o n  

t o  bc uoad t o  comply wltl i  i i j . ~ ~ ~ : L I . ~ t i l ~ : l ~  nllv~.roninnntal  rnqui rementa  set 

f o r t h  i n  t h i r i  rrcc:t.1.on. ' I ' l i i i ~ ,  nn t?xaiii~nht.l.oii all t he  aoaetp  i n  t h e  

onv i ronman ta l  compliniicc p1.a11 1 ti tiasnnVAa1 to det;nrmine t h n  current 

c o a t  of onvi ronmenta l  colnpliallce ntid V . 0  e n n i i r ~  t h a t  nuch cos t f l  a r e  

n o t  a l r a a d y  i n c l u d e d  i n  oxi.atill!l r A t R H ,  Wh1.le c!rmpliance p l a n  

u a e o t s  a r o  n o t  aynonytiioua w j . t h  caiiip3.l.anCn p l a n  c o a t s ,  t h e  Rurcharqe 

o t a t u t a  r a q u i r a o  an aflnlyoiir of: 1:lln lio'rmhr L:u d~tnrmine  t h e  l a t t e r ,  

KIUC' o argument t t l n t  nliy I.jz'C>:]nC:I; nl:nrI:nd p r i o r  t o  J a n u a r y  1, 

1 9 9 3  ehou ld  bo oxcludad froln I:lln a l l r r~hnrgn i a  h a a e l e a a .  The  

a u r c h a r g a  e t a t u t a  bacuma a f f a c t i v n  o n  Jtt3.y 3.4, 1 9 9 2 ,  and providoo 

t h a t  on  or a f t o r  J anua ry  1, 1,993, n utl.1.J.ty . in e n t i t l e d  t o  r e c o v e r  

by ourcha rgo  a l i g i b l o  olivit-c~rlrllnlltn~ comyllancm cants ,  The f l t a t u t e  

dooo n o t  r a q u i r o  Coirirniuoioii apprcivn1, o f  t:hn ut:1.].ity'n compliance 

p l a n  p r i o r  t o  c o n a t r u c t i o n  b u t ,  t n I ; l ~ i t ,  p r l u r  to implemonta t ion  of 

a u u r c h a r g a .  Thoro u r n  fio f jpac i f ic  I;l.Inn rnal:rairito i n  KRR 278.183 

c o n c e r n i n g  whon t h b  cap l t t r l  axpnnfliturnn A ~ A  a c t u a l l y  made, o n l y  

t h a t  t h o  au rcha ryo  rocuva ty  bo L1,tnited I:a cur ren t  casta .  The  

i n c l u s i o n  i n  LU&E'o complianca plan el: pro)ecCfl begun or completed 



prior to Jtinwwy 1, 1393 dooa not conntitute ratronctivo 

application of ICRS 270.103 b~cnuflo only the contn of thono 

projoctn, i . o .  originnl cont loan all nccunirilnted deprecintion, ai-o 

oligibla for ourclrorgn recovary. 

ICIUC' n arguinont that LO&E' n oxinting raton were not 

ootnbliollod in Cnno No. 90-150 i o  incorroct for tho environmontnl, 

cooto at ionuo Iioro. Cnno No. 30-150 wnn LQ&E'o lant gonero l  into 

cnoo and n ronoonnblo love1 of onvironmontnl conrplinnco conta wore 

than includod in LQ&E'n bnoo rntoo. Thono bnoo rates continue in 

offoct today oxcopt for adjuutmonto to reflect variation0 in fuel 

cooto purouant to 807 KAR 5:05G, and cooto nonociatad with demand 

oido managomont progranin purounnt to Cnoo No. 93-150. Thuo, for 

tho requioito analyoio undor KRS 278.183 to detormino whothor 

current compliance plan cooto arc included in exioting ratoo, 

reforencn inuot bo mndc to tho laot proceeding in which 

cnvironmontal cooto woro includod in ratoo, which wao Cane No. 90- 

158. 

Them i o  no morit to K I U C ' o  nrgumont that LOGE hao failed to 

moot tho roquironionto of KRS 278.183 oimply becauoo O&M oxpenoco 

were not included in the proposod ourchnrge. That portion of KRS 

278.183(1) which otatoo that the onvironmontal costa ahall include 

reaoonnblo operating oxpflnoes mercly dofines what conotituteo 

recoverable cooto, it dooo not mandotc that a utility seek racovory 

of ouch cooto. Purthormore, oinco LQ&E'o compliance plan consists 

of opocific projecto, only O&M oxpcnsco on a project specific baoio 

are cligible f o r  rocovory. Tho rocord ovidonca demonstrates that 

-13- 



I.G&l<' t i  itccoiintlng nyntom doon not maintain O&M expenoe information 

on i t  pro:\txt flpocific b n o i f i .  Under them circumatancoa, L G h E ' a  

inttbility to rocover OhM expensen does not rendor it ineligible for 

C I I I  c~nvironinantal nurcharge I 

Whilo LOtiR'n incromentnl approach i o  acceptable for 

implementing tho uurchnrge, an onvironmental compliance rate base 

nliould bo ontabliohod for  uno in the future. The five projects 

npprovod i,n t h i o  Ordar, no well no any oubsoquently approved, 

nhould bo included. Thio environmental rate base should be 

maintainad, with npproprinto credito for accumulated depreciation, 

u n t i l  L5&E'n noxt gunernl rate case. At each two year review, the 

than curront annual. contn aooociated with the environmental rate 

bnoo will be incorporated into LG&E'o baRe rateo. Subsequent 

calculationo of the ourchargo will be based upon the then current 

contn aooociated with t h i o  continuing environmental rate base less 

tho amount incorporated into bane rateo. A t  such time as LG&E 

filoo a gonoral rate c a m ,  a l l  environmental costs will be 

identified and o. new onvironii,sztal rate base established. 

L5&E modoled ita Rato Schedule ECRS on the methodology 

approved for KU in Caoe No. 93-465. The coots included in Rate 

Schodulo ECRS are: 

1. A roturn on its Environmental Compliance Rate Base 

("ruto banel'), which includes net plant for completed facilities, 

conotruction work in progroocl ("CWIP") , inventories, supplies, cash 
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working capital, deferred income taxes, and deferred investment tax 

credits. 

2 .  Environmental compliance operating expenses which 

include : 

a. O&M expenses not included in base rates. 

b. Permit fees. 

c. Depreciation and amortization accruals. 

d. Property and other applicable taxes. 

e, Insurance. 

f. Credits for the net proceeds from the sale of 

emission allowances and scrubber by-products. 

As noted earlier, LG&E's proposal fails to recognize that 

certain environmental compliance costs related to its compliance 

plan are already included in existing rates. LG&E has identified 

plant in service as of the test-year end in Case No. 90-158 which 

has been or will be replaced by the plant additions included in the 

approved compliance plan. In order to recognize these 

environmental compliance costs already included in existing rates, 

LG&E's surcharge mechanism should include an adjustment provision. 

A modified rate base should be used in determining 

the environmental compliance revenue requirements. L G & E ' s  rate 

base calculation should include the capital expenditures associated 

with its approved compliance plan, with eligible pollution control 

construction work in progress ("CWIP") being added to eligible 

pollution control plant in service. From this total, accumulated 

depreciation on eligible pollution control plant, pollution control 

&te Base. 
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plant, pollution control deferred income taxes, and pollution 

control deferred investment tax credits ("ITCs") should be 

substantial. Further, related environmental compliance costs of 

$12,566,441 in eligible pollution control plant in service and 

$3,095,533 in accumulated depreciation1' should be deducted from 

rate base to recognize those costs already included in existing 

rates. 

The total rate base should be divided by 12, resulting in an 

average monthly rate base. The rate of return applied to this rate 

base is discussed later in this Order. This rate of return will be 

adjusted for income taxes. 

LG&E's data responses appear to indicate that any amounts 

related to Trimble County Unit 1 ("Trimble County") reflect 75 

percent of the total costs. The Commission expects that all 

calculations associated with LG&E's surcharge reflect Trimble 

County at 75 percent of total. 

The rate base calculation does not include inventories, 

supplies, or cash working capital because LG&E was not seeking to 

include these items for recovery in this proceeding. LG&E stated 

that it has no objection to removing these items from the tariff if 

doing so would not impair its ability to request recovery of such 

costs associated with projects proposed in future proceedings." 

Response to Item 10 of KIUC's November 7, 1994 Data Request. 

Response to Item 7 of the Commission's December 8, 1994 
Order. 
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The Commission will exclude these items from the surcharge approved 

in this proceeding, subject to LG&E's right to seek future 

recovery. 

-. For determining revenue requirements, the 

operating expenses related to the eligible pollution control plant 

in service should be the monthly amounts for: permit fees, 

depreciation and amortization accruals, property and other 

applicable taxes, and insurance. In addition, any monthly emission 

allowance expense, as defined in Account No. 5 0 9  by the Federal 

Energy Regulatory Commission, and monthly cost of any consultant 

employed by the Commission to assist in reviewing the current 

compliance plan should be included. The operating expenses should 

also be adjusted to reflect costs of the compliance plan included 

in existing rates. LG&E has identified test-year compliance plan 

cost amounts for depreciation expenses of $ 4 3 7 , 7 9 0 ,  taxes of 

$ 1 4 , 0 0 0 ,  and insurance of $2,700,2n  included in existing rates. 

The total of these expenses should be divided by 12 to arrive at an 

average monthly expense adjustment. 

LG&E is not seeking to include O&M expenses for recovery and 

has no objection to removing O&M from the tariff if doing so would 

not impair its ability to request recovery of such costs associated 

with projects proposed in future proceedings.2' Thus, O&M will be 

ln Response to Item 10 of KIUC's November 7, 1 9 9 4  Data Request. 

Transcript of Evidence ("T.E."), Vol. 11, February 8 ,  1 9 9 5 ,  
at 7 .  
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excluded from the approved surcharge, subject to LG&E’s right to 

seek future recovery. 

Net Proceeds from B v - P r o d u c t s i o n  Allowanc-Sales.  P 

The Commission will require the net proceeds from the sale of 

scrubber by-products and emission allowances to be reflected as a 

credit, or offset, in determining the current environmental 

compliance revenue requirement. These sales should be reflected in 

the month the revenues are received. In addition, LG&E has 

identified allowance sale proceeds of $223,596” which will be 

included in the first month of the surcharge. 

&view and Audit Procesa 

LG&E included as part of its surcharge application a series of 

reporting formats for the monthly surcharge calculation. The 

Commission has revised these formats to reflect the mechanism 

described in this Order. The revised formats are attached to this 

Order as Appendix B, which also includes formats for information to 

be filed at the time of the 6-month and 2-year reviews. The 

monthly formats should be filed when LG&E submits the amount of the 

monthly surcharge. As experience is gained in the monthly 

reporting and review processes, the Commission may modify these 

formats or prescribe additional formats. A form to be prepared by 

LG&E when it proposes to include a new capital investment in the 

surcharge has also been included. 

’’ Blake Prepared Testimony, at 11. 
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The Commission accepts LGLE's proposal concerning the 6-month 

and 2-year reviews required by KRS 278.183(3). In addition to the 

formal reviews, the Commission will have its Staff perform on-site 

audits of the surcharge records as necessary. The Commission will 

also accept LGLE's proposal for an over and under recovery 

mechanism modeled on its gas supply clause. 

late the S a m e  Fa.cUx 

The monthly environmental surcharge gross revenue requirement, 

E(m), as modified by this Order, is as follows: 

E(m) c [(RB/12) (ROR)] + OE - BAS 
Where : 

E(m) = 

RB = 

ROR = 

OE = 

BAS = 

Environmental Surcharge Gross Revenue Requirement 

Environmental Compliance Rate Base, adjusted for 
eligible Pollution Control Plant in Service and 
Accumulated Depreciation already included in 
existing rates 

Rate of Return on Environmental Compliance Rate 
Base, adjusted or "grossed up" for Income Taxes 

Operating Expenses [Depreciation and Amortization 
Expense, Property and Other Applicable Taxes, 
Insurance Expense, Emission Allowance Expense, 
Surcharge Consultant Fee, and Permit Fees; adjusted 
for the Average Monthly Expense already included in 
existing rates1 

Net Proceeds from By-product and Allowance Sales 

The Environmental Surcharge Factor is calculated by dividing E(m) 

by the Average Monthly Revenue for the 12 Months Ending with the 

Current Expense Month R(m). 
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P 

LG&E proposes to calculate tho surchnrgc nu n pnrcontngo of? 

revenues which will then be applied to cuatomoro' billo, Ur~n of 

the percentage of revenues methodology will rarmlt i n  a l l  currt:ornorn 

receiving equal percentage incrouses on their olactric: billrr . I m E  

opines that this methodology allows for caso of billing and onnurnri 

that all customers pay a proportionutc ahura of tho cooti! of 

environmental compliance. LG&E citos tho Cornmimuion' n dcc1oiorir.r 1,n 

the I<U and Big Rivers' surcharge canca approvlng thc porcontugo of 

revenues method. 

KIUC, citing the KU and Big Rivers' dociUionrJ, contondo that 

LG&E's proposal should be modified so that tho rcvcnuao includfld in 

the surcharge calculation includc aomc portion of off-oyotom oaleo 

revenues, i.e., revenues from wholeoalo o n l c s .  In thlu manner, 

KIUC maintains, some of the costs of cnvironmcntal compliance will 

be apportioned to LG&E's sales to othcr utilitioo. KIUC arguoa 

that LG&E's proposal, which assigns all costo to rotnil cuotomorn, 

results in retail customers subsidizing wholesnlo cuotomoro. Tho 

AG and Residential Intervenors support KIUC'u propoual. 

In response to KIUC's proposal, LG&E irrgucu that ita nalon to 

off-system customers do not affect thc lcvcl of capital cootn or 

fixed operation and maintenance coats incurred on tho projoctu in 

its compliance plan. LG&E maintains that ito gonarating oyatom wao 

installed to meet the needs of its retail customars and that any 

improvements necessitated by environmental standardu are aimilarly 

made to meet retail customers' needs. LG&E contends that aonigning 
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environmental capital costs to its off-system sales, which consist 

primarily of short-term spot sales in the bulk power market, would 

effectively deny it any chance to recover those costs and would be 

inconeistent with the past ratemaking treatment of its off-system 

sales. LG&E argues that the only off-system revenues appropriately 

included in calculating the surcharge factor would be from long- 

term, firm off-system sales or full requirements off-system sales, 

both of which would be priced at LG&E's  full cost of service. LG&E 

has traditionally had no such sales. 

KIUC counters LG&E's  argument, claiming that all sales have 

some environmental cost consequence regardless of the jurisdiction 

in which the customer operates. KIUC contends that the current use 

of LG&E's  generating system, not the planned use, should determine 

the assignment of costs between jurisdictions. KIUC maintains that 

although LG&E may derive smaller contributions, or margins, from 

off-eystem sales if some part of environmental compliance costs are 

assigned to those sales, it will not be denied the opportunity to 

recover such costs. 

The Commission will approve the use of the percentage of 

revenues method proposed by K & E .  However, we will require that 

total revenues, including all off-system sales revenues, be 

included in the surcharge calculation. This is consistent with the 
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commission's earlier dccisions in both tho KU and Big Rivers 

surcharge cases. 

LG&E argues that oinco itu gonorating facilitics wore 

installed to meat tho noeds of iLo rotuil cuntomoro, all costo of 

environmental improvements ohould bo borne by thosc cuotomuro. Tho 

Commission rejects this argument. LG&E'o gonoroting facilitieo arc 

currently used to make off-oyotom u a l o s  and, thus, tho cost of 

environmental improvemento ohould bo cillocntod to both retail and 

off-system sales. This resulto in ansigning nome environmontal 

costs to all sales and i f l  analogous to the principles eopouued in 

the base, intermediate and peak O'BIP"1 allocation methodology 

previously advocated by LG&E in general rate cases. The BIP method 

recognizes that somc capacity cooto ohould bc aooigned to all 

periods, including the off-peak periods during which opot sales are 

made in the bulk power market.26 

'' Contrary to LG&E's assertions, the surcharge calculation 
approved for KU, based on KU's proposal, included 'total 
company revenues' consisting of 'total jurisdictional 
revenues' and 'total non-jurisdictional revenues'. A l s o  
contrary to LG&E's arguments, a percentage of revenues 
methodology was approved for Big Rivero i n  order to maintain 
the cost allocations lncluded in existing rates, which 
already reflected the impact of Big Rivers' debt 
restructuring plan. Big Rivers had proposed a different 
allocation methodology, but had included all s a l e s ,  
including off-system sales, i n  its allocation propooal. 

A s  the type of sale and market conditions determine the 
price charged and the level of revenue generated, there will 
likely be a proportionately small amount of costs allocated 
to non-firm off-system sales which normally generate small 
margins, i.e., contributions to fixed costs. 
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LQ&E arguoo t h o t  itn propoonl to exclude off-system oales 

rcvonuou from tho ourc1mrge cnlculntion io conointent with the 

trootmcnt of l t o  off-oyotom nnloo  in general rate cases. The 

Conimiooion dioagraoo. Whilo all rflvenueo and expenses are subject 

to oxtcnoivo trnalyuio in n gonernl into cane, only eligible 

complianco cooto urc roviowabln in thin proceeding. Historically, 

a l l  off-oyotcm rcvonueo and expenono hnve been allocated to retail 

cufltomaro i n  LO&E'o gonoral rnto cauoo. However, since KRS 278.183 

lim.ito t h o  roviow horo to oligibla compliance costs, fairness 

requiroo that ouch cooto bo ratably allocated to off -system sales 

to prooorvc for rotuil cuutomero tho allocation balance created in 

LQ&E'o  laot gcnoral rato cano. 

-nqnmnnt n Strntnqv P 1 . u  

In rcsponoo to Commiooion inquirieo, LQ&E indicated that it 

currcntly hao no writton policioo, plano, or procedures addressing 

tho manogemont of omiouion allowancoo .'I' LQ&E also stated that 

thoro wan no uryoncy to dovolop a written strategy, and that it 

would clooely monltor tho oituation and would develop a formal 

writtcn plan whon it wao bonoficial and worthwhile to do 

The Commiooion acknowlodgee that LQ&E is a Phase I1 utility 

under the CAAA, and no cmiooion reductions are necessary under the 

Phaoe I poriod which cxtondo through 1999. If the allowance 

"' Rooponoc to Item G of the Cornminoion's November 9, 1994 

"' RCSpOnEe to Itcln 4 of tho Commlosion's December 8, 1994 

Order. 

Order. 
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i 
Iiinrkote dovolop nn nIlt iCi ,pHtnd,  ItCIfiN could hn yrflanntod w i t h  

o p p o r t u n i t i o a  t o  ii inxi~ii iza it:!> bnnaf:I\:rr ti:om Phnao IT nllownncen.  

I n  a d d i t i o n ,  LCihl'l'n ~ryirto~n p ~ , i t i i i i ~ , ~ i q  w l . : I , l  bn nfff3ctRd by i t n  

nllownnco otrntrgy I 

Tho Commiuu io i i  wlll r a q u i r o  I.ICICl*; t o  dnva1.op nnd f i l e  n n  

Emiasiori Allowaiico Mutingalnotit Rtrntngy Plnri by the I:im of the 

f i r a t  G-month ourchnrgn rav iaw.  Appandlx A al: t h i , n  Ordor providf ln  

an o u t l i n o  of ioouau LO&N'rr p l n n  nhoul,d n d d r e n ~ .  

LQ&E propoood a cntn 0 1 :  r e t u r n  of 5.GO percent on the 

complianco r o l a t a d  cc ip i tn l  exponditi irnn i n c l u d e d  I n  i t a  

envi ronmenta l  ra ta  bnea. Tho rn tn  i o  bnond on the actual coat of 

L Q & E ' s  l a s t  po1 , lu t ion  c o n t r o l  bond :loeiin i n  October  1 9 9 3  nnd LU&E 

prOpOEQf3 to U O O  i.t Until i t l J  I l O X t  gOllt¶r€ll rRta C R f l e .  Nono of t h o  

i n t e r v e n o r s  propoood un  a l t a r n e t % v e  I ' H ~ A  of i:oturn, Tho 

Commiueion, having conuiderad  the ovidencn p r f l n n n t e d  i n  t h i n  cnno, 

f i n d o  a r e t u r n  of 5.60 porcorrt i n  rnenonnhlo.  

IT IS THEREFORE ORDERED t h n t i  

1 I LQ&E'o  onvi ronmanta l  coinplionco p l o n ,  conn1 ,n t ing  of f i v e  

cap i ta l  p r o j a c t o  arid anvironmantal parmit  Caen t o  meet f e d o r a l ,  

s t a t e ,  and l o c a l  onvi ronmanta l  z'agulat.l,onri i n  approved .  

2 .  LQ&E'u Rata Bchadula ECRB on rnodI.fl.nd h e r o i n  i f l  npprovcd 

f o r  s e r v i c e  on and n f t o r  Muy 1, 1995. 

3 .  LQ&E'Q propoocd Rata Bchadula ECRB l o  daniad.  
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4 .  LL4fiR nlinll f i l e  by October 6, 1995 an Eminsion Allowance 

Mnnngement Strntqy Plan that addroneen tha ionuea outlined in 

Appnirdix A .  

5, LQ&G'n rate of return of 5 . 6 0  percent for the 

environmental ourcharge ia approvad. 

G .  Avorago monthly ravenue R(m), ao defined i n  LCi&E'o Rate 

Schoduln ECRS, nhaI1 bo modified to includo all revenues from off- 

oyotoin nalou, 

7. Tho reporting formats included i n  Appendix B ohall bo 

wad, an opecifiod therein, for each monthly filing, 6-month 

roview, 2-year review, and new pollution control capital 

inveotment. 

8 .  Within 10 dayn of the date of thiA Order, LQ&E ohall fila 

with the Comminoion rovioed tariff flheeto setting out the Rate 

Rchodula ECRS an modified and approved herein. 

Done at Frankfort, Kentucky, this 6 t h  day of April, 1995. 

PUBLIC SERVICE COMMISmN 

ATTEST : 

-J&?!W- Exacut ve D re tor 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE COMMISSION 
IN CASE NO, 94-332 DATED APRIL 6. 1995. 

EMISSION ALLOWANCE MANAQEMENT STRATEQY PLAN 

Tho following outline identifies fleveral issues which should 
be addressed in LG&E's management strategy plan. This listing is 
not intended to bo all inclusive. 

I. LG&E's objectives in the management of its emiosion 
allowanco inventory. 

A. The current Phase I1 allowance inventory. 

8. The level of allowances required for a 

C. Determination of the contingency reserve. 

11. The extent of LQ&E's involvement in the allowance 

contingency reserve. 

markets. 

A, LG&E's view of the current market and market 
allowance prices. 

8. LCI&E's expectations of emiss ion 
allowance prices. 

C. How will LG&E analyze and review different 
market mechanisms (i-e., auctions, private trades) and alternative 
otrategies (i.e., banking, sales, portfolio approaches)? 

111. Valuation of LG&E's allowances for planning 
purposes. 

IV. How will LG&E track and report its allowance 
activities, both internally and externally? 



APPENDIX R 

APPENDIX 'ro AN ORDER OF THE KENTUCKY PUBLIC SERVICE COMMISSION 
IN CASE NO. 9 4 - 3 3 2  DATED APRIL 6 ,  1995. 

INDEX 01' REPORTINQ FORMATS FOR LOUISVILLE QAS AND ELECTRIC 
COMPANY 

ENVIRONMENTAL SURCHRRQE 
[Monthly, 6-Month Rovicw, 2-Year Review, and Futuro Projoctol 

Note: Any amount0 includad in ES Formo 1.0 through 4 . 2  rolatod to 
Trimblo County Unit 1 ahall roflect 7 5  percent of total conto. 
Attach workohouto showing the 75 percont calculation for m y  
affocted coato or expenseo. 

: 

ES Form 1.0 Calculation of E (m) and Environmental Surchargo 

ES Form 2.0 Rovenue Requiremento of Environmentol 

Factor 

Compliance Coota - Compliance Rat0 Base and Not 
Proceedo from By-product and Allowance Salea 

ES Form 2 . 1  Revenue Requiremento of Environmcntal 
Compliance Cooto - Operating Expenaeo 

ES Form 2 . 2  Plant, CWIP & Depreciation Expcnoe 

ES Form 3.0 Monthly Average Revenue Computation R(m) 

E9 Formo 1.0 through 3.0 are to be filed each month. 

Two-vear Review Po-: 

ES Form 4 . 0  Recap of Billing Factoro and Revenuo 

ES Form 4.1 Recap of Environmental Compliance Rate Bane 

E6 Form 4 . 2  Recap of Operating Expenoeo 

w u r e  P y w :  

ES Project New Pollution Control Capital Inveotments 
[To be completed when proposing additional 
capital investment for inclusion in the 
surcharge.1 



E9 Form 1.0 

LOUISVILLE QAS AND ELECTRIC COMPANY 
ENVIR0"TAL SURCHARQE REPORT 

CALCULATION OF E ( m )  AND ENVIRONMENTAL SURCHARQE FACMR 

For the Exponas Month of 

CALCULATION OF E(m) 

E(m) - [ (RB/12) (ROR) I + OE - BAS 
Where : 

E ( m )  - Environmental Surcharge Gross Revenue Requirement 
RB = Environmental Compliance Rate Base 
ROR - Rate of Return on Environmental Compliance Rate 

OE = Pollution Control Operating Expenses 
BAS Net Proceeds from By-product and Allowance Sales 

Base, adjusted ("grossed up") for Income Taxes 

RB 
RB/12 
ROR 
OE 
BAS 

- $  
- $  

= $  
- $  

.a 

E (m) - $  

CALCULATION OF ENVIRONMENTAL SURCHARGE FACTOR 

E(m) : Environmental Surcharge GrOSE 

R(m) : Average Monthly Revenue for the 
12 Months Ending with the 

Revenue Requirement - $  

Current Expense Month - $  

Environmental Surcharge Factor: E(rn)/R(m) 
( %  0 

c1 

Revenue 

Effective Date for Billing: 

Submitted By: 

Title: 

Date Submitted: 



ES Form 1 . 0  

Net Eligible Pollution Control Plant 
Eligible Pollution Control CWIP Excluding AFUDC 

Subtotal 
Daductiono: 
Net Accumulated Depreciation on 
Eligible Pollution Control Plant s > 

LOUISVILLE W S  AND ELECTRIC COMPANY 

c 
s 
$ 

ENVIRONMENTAL SURCUARQE REPORT 
REVENUE REQUIREMENTS OF ENVIRONMENTAL COMPLIANCE COSTS 

Pollution Control Doforrod 

For the Expen8e Month of 

Pollution Control Deferred II Invaetment Tax Credit s I 

Allowance 
Sal00' 

Subtotal I S  
Environmental Complionce Rate Bane I $  

NET PROCEEDS FROM BY-PRODUCT AND ALLOWANCE SALES 

Scrubber Total 
By-Product0 Procoedo 

Saleo from Saleo 

Qrooo Proceedo 
Saleo Expenoeo 
Not Proceedo 

s $ s 
s s c 
$ c s 

'Include oaparata ochedulo indicating whether the allowanceo oold wore 
allowanceo allocated from EPA, allowancao from over-control, or purchaoed 
allowanceo. 



ES Form 1.1 

LOUISVILLE QAS AND ELECTRIC COMPANY 
ENVIRONMENTAL SURCHARQE REPORT 

REVENUE REQUIREMENTS OF ENVIRONMENTAL COMPLIANCE COSTS 
For the Expenma Xonth of 

DETERMINATION OF OPEPATINQ EXPENSES 

'Annual Expen008 Already Included in EXiOting Rate0 were identified by LQkE 
in responoe to Item 10 of the Kentucky Industrial Utility Customers' November 7, 
1994 Data Requeot. 



ES Form 2 .2  

Project 
Doocription 

Mill Crook Air 

Improvamant 

Mill Creek 
Rw.CtiVe 
Particla 
Emiasion 

Continuous 
Emillaim 
Monitoring 
SylltemD 

Cane Run unit I 

Quality syotamo 

Project 

LOUISVILLE QA8 AND ELECTRIC COMPANY - ENVIRONMENTAL SURCHARQE REPORT 
PLANT, CWIP h DEPRECIATION EXPENSE 

F o r  the Month Ended 

CWIP 
Eligible Eligible Rliglbla Amount Kligibla Monthly 

service Depreciatl." I" ssrvico A F M C  Value Expsnm 
Plant in ACCUrnUlat~d Net Plant Excluding Net Book DepreEiatiO" 

Nitrogen Oxide 
Erninmion 
COntrOlo 

Totaln 

Leon Plant in 
ExiDting Rateni 5 1 2 , 5 8 8 , 4 4 1  5 3,095,533 5 9 . 4 9 2 , 9 0 8  5 9 , 4 9 2 , 9 0 8  

'Original Plant in Gorvica coot and Accumulatsd Dapraciation for Cornplianca Plant Already Included in Exiating R a t m  were idsntifisd 
by M & E  in rssponoa to Item 10 of the Kentucky Induatrisl Utility Cuatomero' Novsmbsr 7, 1994 Data Requoat. 



E8 Form 3.0 

LOUISVILLE QA8 AND ELECTRIC COMPANY - ENVIRONMENTAL BURCHARQE REPORT 
MONTHLY AVERAQE REVENUE COMPUTATION R(m) 
For the Month Ended 

Month Averago OK Total Company Revenues Excludin Envlronmantal surcharge, 
For 12 Honti(e Ending - 

‘DSM Rsvsnusm arm to be included with name Revetwon 



ES Form 4.0 

LOUISVILLE QAS AND ELECTRIC COMPANY - ENVIRONMENTAL SURCHARQE REPORT 
SIX MONTX AND TWO YEAR REVIEW 

RECAP OF BILLINQ FACTORS AND REVENUE 
For the Period through 

For each Expense Month included in the Six Month Roview Period, lint the appropriata billing factoro nnd 
revenues. At the Two Year Review, provide thio informntion for the antire roview pariod. 

'E(m) - ((RB/lZ) (R0R)I + OE - BAS 
'Second previous month Column 2 / oecond previouo month Column 3 
'Net of the month's Environmental surcharge Factor nndtha approgrinto Ovar/(Undor) Collection adjuotmant. 

show the calculation of the Over/(Under) Colloction ndjuntmant on a oeparataly attnchad workohaat. 
'Column 5 time5 Column 6 
'Over/(Under) Collection for Retail nnd Totnl Compnny modolad on LaGE'n gno nupply clnuoa. 



. 
E8 Form 4 . 1  

LouIavILLm  AB AND PLPCTRIC COMPANY - WJIRONMENTAL BURCHAROE REPORT 
81% MONTX AND TWO YQAR RPVIm 

RQCAP 01 BNVIROWWQNTAL COWPLIAWCP RILTB BABE 
For thm Pmriod through 

For each lEXpEnHQ Month included the Q i X  Month Review Period, list the appropriate component0 Of the 
Environmental Complienae UeEe nnee,  
period, 

A t  tho Two Year RaViQW, provide thio information for the entire review 

'Ohow Eligible Pollution Control Plant and Aooumulated Depreciation net of Compliance Plant Already 
fncluded i n  Exiufing Raten, 



LOUISVILLE QAS AND ELECTRIC COMPANY - ENVIRONMENTAL SVRCHAROE REPORT 
SIX MONTH AND TWO YEAR REVIEW 
RECAP 08 OPERATINQ EXPENSES 

For the Period through 

For each Bxponeo Month includad in tho Bix Month Revicw Deriod, li4tthe appropriate componento of tho Operating 
Expensen. A t  the Two Y a m  Review, provida thia information for the entire review period. 



LOUIBVILLE AND ELECTRIC COMPANY 
NEW BOLLVTION CONTROL CAPITAL 1 N V E B T " T B  

II 11 PROJECT TITLE and DIBCRIPTXONI 
I Oollar Amount of Projnat 

IOanlgnato am Aotunl In1 or Kntimatod (Kll II 
I II Lint Applioablo Invironmontal Ragulationlol 

Lint Appliaabln Invironmontal Panit101 

Xndionto Conntruotion Sohodulo 
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